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DISCUSSION:
Metal Trades Struggle
T H E  “FLOW O N ”
T H E  M ETAL TRADES Award Judge­
m ents of December 11 and February  21 
pose m any serious problem s for the 
trade union m ovement, not the least 
of which is the problem  of 'flow-on.'
Both during  the course of this award 
hearing and in its decisions the  C ourt 
set ou t to break up and completely 
change the patte rn  of trade  un ion 
wages activity.
In  the post-war period the  p a tte rn  
had developed of the trade unions 
combining nationally  and  m aking a 
wage dem and on behalf of all w ork­
ers by way of a test case in the  M etal 
Trades Award.
Previous m argins decisions have not 
only won improvem ents for m etal w ork­
ers b u t have ‘flowed-on’ to all o ther 
industrial workers
In  addition the professional and 
white collar workers have been able 
to utilise these victories to extend gains 
to their members
T h e  latest decisions strike a very 
serious blow a t this tactic. T h e  
C ourt has declared th a t the  increases 
are to be restricted to the M etal T rades 
Award and in its latest judgem ent 
H ade a  very definite statem ent th a t the 
M etal T rades Award was no t to set a 
Pattern for wages in o ther awards. It 
declared again its in ten tion  to insist 
upon work value cases in  all o ther 
awards w ithout the  judges o r a m ­
p lia tio n  commissioners being bound
in any way to follow w hat has h a p ­
pened in the Metal T rades Award.
T h e  A.C.T.U. Executive has decided 
to rally the trade  unions in opposition 
to this policy declaration of the  C ourt 
and has advised its affiliated unions to 
m ake application for a ‘flow-on.’
T h e  question arises what tactics 
should now be adopted by the trade 
union movement to counter this long 
planned and very definite policy of the 
C ourt which is supported  by the  Gov­
ernm ent and employers.
T h e  C ourt’s aim  seqjns to be clear.
I t  is to p revent the  workers from 
developing huge mass national actions, 
it is to divide the  workers up  into 
small groupings and to confine wage 
cases to work value investigations which 
can take m any m onths and  in some 
cases years to complete.
T h e  situation  calls for m uch more 
combined activity and indeed massive 
actions if the  policy which has in 
fact been im plem ented by the C ourt 
is to be reversed. T h e  A.C.T.U. Exe­
cutive action in  advising affiliated u n ­
ions to make dem ands is a  good first 
step, its request th a t,  the cam paign 
be conducted through the  State Labor 
Councils allows for the developm ent 
of' united  action in  each State.
B ut the fact m ust be faced th a t the 
C o u rt’s judgem ent has had some suc­
cess in breaking up  the  long standing 
m ethod of un ion cam paigning.
T h e  m etal trades workers are the 
best organised, most- num erous and
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best placed to deliver economic blows 
to the employing class.
T o  a certain  extent they have been 
rem oved from the general wages 
straggle even though there are still 
areas of struggle w ith in  the m etal in ­
dustry that will occupy the unions.
These developm ents do present p ro b ­
lems bu t also present the  trade unions 
w ith the  o pportun ity  of strengthening 
their organisation on an industry to 
industry  basis. T h e  m etal trades strug­
gle has shown that it is possible for 
unions of differing leaderships to join 
in united  action and very m ilitan t 
united action.
Union leaderships which have been 
sheltering beh ind  the m ore advanced 
activity of the better organised forces 
will be requ ired  to pay greater a t­
tention  to im proving their union o r­
ganisation and fighting-more vigorously 
for general union policy.
W hatever form the trade union 
struggles assume in the fu ture  this 
m etal trades decision has underlined 
one th in g  very clearly. T h at is, that 
the level of wage rates the workers 
receive will be determ ined prim arily  by 
the degree of activity and organisation 
of the working class themselves.
P a t  C l a n c y
DISCRIM INA TION
T H E  R EC EN T work value case con­
ducted w ith the  m etal unions received 
a thoughtfu l analysis by Jack H utson 
in the  February-M arch issue of Aus­
tralian  Left Review. T h e  article calls 
this one of the most bizarre cases 
in the history of the A rb itration  Com­
mission. For two years the Commission 
conducted an  "Inspection of T ren d s” 
in  m etal industry  skills.
T h is long-drawn-out process proved 
to be a veneer as employers and the 
Commission sought to  consolidate a 
new wage-fixing m ethod which has the
effect of dividing the m etal worker from 
o th er sections of industry by denying 
the  long established principle of the 
flow-on of the M etal T rades decision 
to o th er awards and by insisting th a t 
o th er unions have no alternative bu t 
to proceed through a “W ork Value 
Case”.
T h e  granting  in  full of the  Metal 
T rades Unions' claim for $7.40 for 
tradesm en contrasts sharply w ith g ran t­
ing from noth ing  to $1.60 to a m ajority 
of non-tradesm en in the  M etal T rades 
Award. I t  is this la tter group th a t is 
m ainly engaged in  mass production 
and produces the greatest profits. T he 
Com mission’s decision w idened the 
wages gap between tradesm en and nop- 
tradesm en.
W hen employers and the  Commis­
sion sought to have the  wage increases 
absorbed in the over-award payments, 
they were faced with powerful, united  
and sustained struggles of m etal work­
ers and were forced to re treat. T his 
was a victory for m ilitan t united  
action and signifies th a t job action is 
the best way to im prove living s tan d ­
ards.
A lthough in its judgm ent on Febru ­
ary 22, 1968, the Industrial Commission 
abandoned the  decision for general 
absorp tion  of the m etal trades wage 
increases, i t  stated: ‘‘We recognise the 
possibility of the  odd case where some 
absorption  is inescapable.” Already a 
num ber of employers have taken full 
advantage of this, b u t only in  factories 
where un ion  and job organisation is 
weak.
T h e  com plete inadequacy of the 
am ounts to non-tradesm en, however, 
constitutes a challenge to the  whole 
trade  un ion  movement. Awards for skill 
m ust always be m aintained, b u t these 
can only be safeguarded if they are 
based on a policy of a family living 
wage.
T h is  problem  of a living wage is 
the  common property  of tradesm en
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and non-tradesm en, m en and women, 
m igrants and A ustralian born. Recent 
struggles have displayed the  p a tte rn  
for the future. For exam ple, in  one 
metal industry w ith approxim ately 500 
workers comprised of Greeks, Italians, 
Jugoslavs and a m inority  of A ustralian 
born, m ainly process workers w ith a 
m inority of tradesm en, the workers in  
a splendid display of solidarity, were 
on strike for three weeks for a small 
am ount of $1.60 for m ale process 
workers and SI.20 for women.
T h e  current attack on the A ustralian 
wage structure by the im position of 
the total u'age w ith  the abortive “work 
value” appendage for all industries, and 
the a ttention  given to the liqu idation  
of over-award payments, can only be 
defeated by broad, national trade union 
unity and struggle. T h e  unions m ust 
take account of changes in the work 
force. In various industries technical 
changes have greatly increased the p ro ­
portion of non-tradesm en to trades­
men. Such monopolies as Broken Hill 
Proprietary, A ustralian Consolidated 
Industries, Im perial Chemical Indus­
tries, havg an  arm y of p roduction  
workers, mainly process workers, w ith 
a relatively small group of tradesm en 
occupying key positions often related  
to general m aintenance. Both are 
indispensable to p roduction , equally 
so to working class unity . Industrial 
unionism m ust replace the old craft 
unions.
Since the war we have seen the 
m clusion of thousands of m igrants in  
industry. These are now a decisive 
section in m any industries and belong 
mainly to the lower paid  group. Can 
We seriously consider the  problem  of 
any successful cam paigns if we ignore 
this reality? And yet there  is still 
Very little  a ttention  given to special 
Publications for these workers, p a r­
ticularly in the Ita lian  and Greek 
languages. Only a few union  journals 
■uclude m aterial in  foreign languages.
T he growth of trade unionism still 
falls below the growth of population.
A source of new strength  is to be 
found amongst m igrants. T h is has been 
shown in the m any strike struggles of 
the  past. Surely this deserves greater 
attention .
In  these: years of mass production, 
the  work force is expanded by in ­
creasing num bers of women. T he 
“W ork Value Case’’ emphasises the 
continued discrim ination against wo­
m en workers who give a boost to profit 
by supplying, in  some industries, the 
bulk of process workers, a t 75 per cent 
of the male ra te  These, in  the main, 
receive no over-award payments. T he 
case for equal pay m ust receive greater 
prom inence.
I wish to express agreem ent with 
the conclusions reached by Jack H u t­
son—th at these recent events have 
somewhat exposed the aims of a rb i­
tration . We m ust direct o u r a ttention  
to building and strengthening the unity  
of industrial workers. We cannot afford 
the  concept of a sectional cam paign.
Tradesm en and  non-tradesm en, Aus­
tralian  m en and women workers, whe­
ther born  here o r in  some o ther coun­
try, can be b u ilt into an active force 
th a t will defeat the employers’ aims 
and advance the general standard  of 
living if the trade unions take into 
account the present com position of the 
industria l work force and direct their 
propaganda and activity accordingly.
H a r r y  H a t f ie i .d
T H E  P U B L I C  S E R V IC E
A T FIR ST SIG H T, the form al aboli­
tion of the basic wage does no t appear 
to have had an  effect on wages in 
the  Com monwealth Public Service. 
Commonwealth Service rates d id  not 
contain the trad itiona l division be­
tween a basic wage and a m argin.
For purposes of com puting the flow 
of m etal trades decisions in  the past, 
a basic wage com ponent was deelucteel
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equal to th e  annual equivalent of the 
six capital citk-s basic wage. T h e  re ­
m ainder of the  annual ra te  was m u lti­
plied by an appropria te  percentage 
for each increase in m etal trades mar- 
gins.
M etal trades basic wage increases 
were passed on in the  form of a 
regulation  which provided that all 
existing rates were increased by a flat 
rate  equal to the annual equivalent 
of the basic wage increase.
However, the combined effect of 
the Com mission’s total wage and m etal 
trades work value decisions is having 
a radical effect on the wage levels in 
the  Public Service, particularly  in the 
lower grades.
1 The abolition of flat-rale basic 
wage increases has seriously disadvant­
aged the lowest paid worker, in  the 
Public Service as well as outside.
Jack H u tson’s table in  the last issue 
of ALR shows clearly th e  effect which 
basic wage increases have had in ra is­
ing the relative position of lower paid 
workers. H e shows how each post-war 
basic wage decision has resulted in an 
upswing in the  ra tio  of the assistant’s 
wage to th a t of the litter.
2 The setting o f very wide different­
ials in th e  December 1967 M etal 
T rades decision, while they will not 
flow directly  to o ther industries if 
the Commission has its way, will u n ­
doubtedly  form a patte rn  in fu ture 
decisions in o ther industries.
T h e  composition of lower paid  
workers has changed rapid ly  w ith the 
departu re  of the  Australian born 
worker and the in troduction  of m any 
m igrant workers. It is also a section 
in m any areas under righ t wing trade 
union leadership, which m ust become 
subject to great pressures from workers 
seeking im proved wage standards.
In the Public Service, particular 
pressure will be on the  largest union,
the  Postal W orkers’ U nion, which 
covers 45,000 m embers em bracing most 
of the  lower paid designations.
Already the Governm ent has im ple­
m ented the same policies as the  Com ­
mission, in  its fierce resistance to 
increases for its lowest paid  workers, 
and  in its excuse to break off m ajor 
segments of work, sue.- as the sorting 
of letters, and transfer them  to a newly 
created designation a t lower rates of 
pay.
3 T h e  cancellation of all relativities 
and  flow of wage increases w ith in  the 
Public Service has already been used 
by the  Governm ent for exam ple to 
prevent the  full level of increases 
flowing from postal clerks, to m ail 
officers, postm en and o ther sim ilar 
groups. It has been used to  block 
com pletely any increase to PM G m otor 
drivers leaving them  for the  first tim e 
in history a t a wage ra te  below that 
of postm en.
In the  latter case, the G orton Gov­
ernm en t was p repared  to provoke the 
wholesale dislocation of industry and 
commerce, and to defy A ustralian tra ­
d ition  by the  im porta tion  of massed 
num bers of scab labor in  order to 
resist an intra-service flow on of wage 
increases to th?  relatively badly paid  
drivers.
In refusing the  drivers a wage in ­
crease, the Public Service B oard 
C hairm an, Sir Frederick W heeler, spe­
cifically argued th a t drivers' wage rates 
should  be considered on their own 
m erit, and not in relation to o ther 
groups covered by the same Award.
4 T h e  abolition o f the flow  on 
(rom M etal Trades decisions, together 
w ith the  last p o in t oblige unions to 
present separate, complex, expensive 
and long-winded work value cases to 
ob tain  wage increases. For m any small 
unions and for m any Public Service 
unions in particular, this is no t pos­
sible. T hey cannot hope to operate
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under the new system w ithout am al­
gamations and the  pooling of re ­
sources.
In the past m any of these unions 
have been able to obtain  frequent 
wage rises on the basis of flow on 
decisions either from the M etal T rades 
or from other Public Service designa­
tions w ithout entering  a pro trac ted  
wage hearing, and w ithout any form 
of mass struggle o r agitation.
Unions which have never thought 
of industrial action in the  past, will 
be faced with the  problem : e ither 
industrial action or no wage increases 
for their members.
W hile this is a feature of the  p ro b ­
lem all small unions are now placed 
in it is particularly  acute in th e  P u b ­
lic Service and among non-industrial 
unions who have never had  to face 
naked class relationships in such a 
way before.
Before the recent PMG drivers’ 
strike, drivers had  no t previously 
stopped work in five of the  six states, 
nor had postm en or telegram  boys, 
and in NSW it was only the second 
time that they had stopped. In  five 
of the states m ail officers had  p re ­
viously stopped only for short periods 
and linesmen who joined the strike in 
South A ustralia had  never previously 
taken stop-work action.
In addition, telegraphists and tech­
nicians joined with stoppages and the 
Postal Overseers' U nion for the first 
tune in history, came ou t on strike 
alongside the  Postal W orkers’ U nion.
On top of this m any unions imposed 
great num bers of black bans on h a n d ­
in g  of mails, on all PM G supplies and 
against the transgressions of work 
boundaries of those people who were 
°n  strike.
There were expressions of solidarity 
and support on the p art of the public 
and of student organisations which 
took various forms.
T h e  trem endous participation  of 
forces new to industria l action and 
the firm solidarity w ith in  the service 
and with industria l workers, which 
was m arked in this stoppage, no doubt 
foreshadows' changes in the  industrial 
outlook of Public Service workers as 
they are forced to come to grips with 
the consequences of the new drive by 
the Governm ent, the employers and 
the Commission to freeze wages anil 
lower standards of living.
B r ia n  T . C a r e i
A CATH OLIC VIEW
T H E  "M ARXIST C H R ISTIA N  D ia­
logue” project in the Left Review, p re ­
sented a very welcome pictu re  of 
sincere efforts on both sides to explore 
for better m utual understanding. Each 
of the articles on the subject was con­
cerned either wholly o r m ainly with 
ideological o r  theological considera­
tions; it is pa ten tly  necessary th a t this 
intellectual understanding m ust be 
sought and cultivated, b u t as I see 
it, the crucial problem  is not really 
one of m utual tolerance of respective 
eruditions, ra th e r as a titan ic problem  
of hum an relationship. T h e  tragic fact 
we face is, th a t the  conform ing m u lti­
tude of followers of both philosophies 
have almost total adverse reaction to 
each other, and th a t these people will 
no t be reading the works of Garaudy, 
De C hardin and others. T herefore, a 
strong, sustained period  of re-education 
and re-alignm ent is before us, and the 
sooner the process begins, the sooner 
some results will be apparent.
In  my view, C hristianity  (as it has 
been interwoven with W estern and 
European attitudes to communism), is 
m uch more culpable for the  present 
deplorable state of affairs th an  is com­
m unism . Therefore, i t  is up  to respon­
sible C hristians always to take the 
initiative. Also we m ust recognise that 
A ustralian C hristianity  is, typically, 
lagging well beh ind  ou r overseas fel­
lows in recognising the position, and
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in a ttem pting  to work for im prove­
m ent. T hus, an extra effort is required  
here, to m ake up the lee-way, and to 
assume the advance position which we 
should be occupying.
I have little  trust in the prospect 
of success th rough  official p lann ing  by 
C hristian C hurch leaders, and the 
th rust and p lann ing  m ust come from 
the ordinary  people, bo th  lay and 
religious. In particu lar, Catholicism, by 
v irtue of its m ore organised structure, 
is the most Jikely to show speedy 
results. Catholics have the  precepts 
of the Vatican-Council, and Pope Paul 
VI and Jo h n  X X III to inspire and 
guide them , and thus should be in 
the vanguard.
In Australia, the political aspect 
of comm unism  has abetted  in  con­
fusing understanding, bu t our a ttitude  
in this respect m ust be placed in the 
same perspective as th a t re la ting  to 
o ther forms of political activity in our 
country. It is simply not relevant 
in the context wc are discussing. My 
hope therefore is, th a t we ordinary 
Christians will positively seek every 
way of jo in ing  comm unists in service 
to m an. W e m ust join them  in m ove­
m ents for alleviation of suffering, for 
e lim ination of war, for relief of pov­
erty, and correction of under privilege. 
We m ust be as outgoing to communists 
as we are to C hristians and ever ready 
to become intim ates of those with 
whom we are personally compatible.
In o ther words we m ust love our 
neighbours.
C o l in  M c D o n a l d
LAND R IG H TS F.OR 
ABORIGINES
T H E  R IG H T  of A ustralian Aborigines 
to collective ownership of inalienable 
lands is becom ing a m ajor issue. Abo­
riginal leaders in tend  to press for it 
at this year's Easter Conference of the 
Federal Council for Aboriginal Ad­
vancement (FCAA) in Canberra and,
as the  newly-appointed Federal M in­
ister for Aboriginal Affairs (Mr. W. C. 
W entw orth) is expected to be there, 
he will probably have to face demands 
for a radical change in Commonwealth 
policy, flowing from the new powers 
acquired by the Federal Government 
at last year’s Referendum . Such de ­
m ands come from ma / quarters, not 
only from Aborigines or the political 
left.
T h e  A ustralian Council of Churches 
points out, in an excellent policy sta te­
m ent p repared  by the Rev. Frank E n ­
gel, th a t “ the Aborigines, unlike any 
o ther Aboriginal people in m odern 
times, were completely dispossessed of 
their land, w ithout compensation or 
treaty arrangem ents.” Kim Beazley,, 
M .H.R. for Frem antle, has long been 
outspoken on this m atter. In  August 
1952, he m ade the penetrating  observa­
tion in the  Federal House th a t “ the 
destruction of every native people that 
has been destroyed on the earth  has 
begun with the destruction of its rights 
in land."
T h ro u g h o u t A ustralian history the 
refusal of Federal and State G overn­
m ents to grant Aborigines land  rights 
has undoubtedly  been a basic p a r t of 
policies to get rid  of the Aborigines 
as a people, first by open violence and 
m ore recently by “assim ilation” which, 
in the  present A ustralian context, 
m eans enforced absorption in the  gen­
eral w hite community.
Before the  Second W orld W ar, few 
A ustralians were greatly concerned 
about A boriginal lands. Those who 
were interested tended by and large to 
regard Governm ent and Church re ­
serves and missions as m ore or less stable 
areas. T h e  m ain concern of friends of 
the Aborigines was to try  to get some 
im provem ent in the shockingly squalid 
way of life forced on the  inhab itan ts 
of these areas. B ut the enorm ous post­
war grow th of m ining, m ilitary bases, 
etc., shattered  the old situation, bad 
as it was. Since 1959 m ore than  two
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m illion acres of reserve lands have 
been confiscated, and m ore excisions are 
threatened. T he m ain beneficiaries from 
this have been the  foreign m ineral 
monopolies exploiting the resources of 
Queensland, the N orthern  T errito ry  
and West Australia.
Only in South Australia, under the 
D unstan Labor Governm ent, has any 
real a ttem pt been m ade to preserve 
Aboriginal lands and even there  the 
Act adopted in 1966 was a consider­
able watering-down of the original 
Bill. In  the  N orthern  T errito ry  last 
year the Federal Governm ent in tro ­
duced a particularly  dishonest Lands 
Act, allowing individual Aborigines, 
companies or co-operatives to lease 
land in the Reserves for seven years. 
T his was strongly attacked by the 
FCAA as being a m ethod of breaking 
up the  reserves in a short time. Most 
lessees would be doom ed to failure 
for lack of capital and experience and 
the leases would be transferable to non- 
Aborigines at the end of seven years.
T h e  a ttitude of the  Federal Govern­
m ent to genuine Aboriginal land-ho ld­
ing was dem onstrated last year by its 
curt rejection of the G urind ju  people’s 
request for ownership of a tiny portion  
of W ave H ill cattle station. T h is was 
in line with the Governm ent's evasion 
of a sim ilar request by the  Yirrkala 
people on Gove Peninsula in 1963.
T h e  growing pressure on Mr. W en t­
worth and the Federal Governm ent, as 
Well as the State governments (which 
still control the land  w ith in  their 
State boundaries) arises from the in ­
creasing awareness of the  t ru th  ex­
pressed by E. D. Morel in  ' "Black 
M an’s B urden”: “T h e  preservation of 
the  land  for its peoples is . . . the  acid 
test of trusteeship”. On this test, all 
A ustralian governments have crim in­
ally neglected their trustee duties to ­
wards the Aborigines. A ustralia’s vio­
lations of the U.N. D eclaration of 
H um an Rights and the  Com monwealth 
Governm ent's failure to ra tify  C on­
vention 107 of the ILO, in which the 
whole of Part 2 (articles 11-14) deals 
with the land rights of m inorities, are 
now widely condem ned.
In a thoughtfu l roneoed pam phlet 
of 2 foolscap pages Land R ights for 
Aborigines, an Advancem ent G roup in 
Arm idale, N.S.W., has recently re ­
viewed the land scandal and made 
n ine proposals for action to halt the 
continuing process of dispossessing Abo­
rigines of their lands and to place 
control of viable areas in the  hands of 
Aborigines. T h e  pam phlet contrasts the 
scandalous treatm ent of Aborigines 
with the recognition—however grudg­
ing and however often violated—of the 
land rights of US “Ind ians” and New 
Zealand Maoris.
T h e  program m e proposed in the 
Arm idale publication  is, in  my op in ­
ion, well worthy of discussion, though 
lim ited in its estim ate of the  real possi­
bilities of self-development of the grow­
ing Aboriginal popu lation  and in its 
assessment of the  k ind of help  Abo­
rigines have a righ t to dem and of 
governments.
T h e  Com m unist Party's program m e 
for full hum an rights for Aborigines, 
adopted by its N ational Congress last 
year, proposes for Aborigines and Is­
landers inalienable possession of their 
rem aining tribal areas, Governm ent 
and Mission settlem ents or cattle lands, 
ownership of m ineral and o ther n a t­
ural wealth on these lands and eco­
nomic aid on a large scale, to enable 
rap id  self-development of m odern 
communities. T h is needs elaboration 
in to  a  detailed, systematic set of de­
m ands for every area.
Anyone who may do u b t w hether 
Aborigines are capable of m anaging 
and developing th e ir own areas would 
be well advised to take a  look at 
almost any Governm ent settlem ent or 
C hurch mission. None could m ake a 
greater mess of the  problem  th an  the 
self-appointed w hite “leaders” have
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m ade of most of these places. Freed 
of G overnm ent and local dictatorships, 
anti given their just entitlem ents in 
land, economic aid, m odern health and 
education facilities, the Aborigines are 
perfectly capable of transform ing these 
places of national shame in a few 
years.
T e d  B a c o n
CAPITALISM  S CURRENCY 
CRISIS
T H E  DEVALUATION of sterling and 
o ther currencies and the th rea t to the 
US dollar is a  serious crisis for the 
whole capitalist m onetary system. It 
has developed out of long term  p ro b ­
lems. T h ere  are m any indications too 
th a t Australia will be m ore seriously 
affected in the future.
An editorial in the  Australian F in­
ancial Review  2 /2 /68  said' ‘certain con­
tinen tal bankers gloomily forecast a 
series of fu rth er currency devaluations 
for the next 18 m onths—culm inating in 
an American devaluation disguised as 
'dem onetisation of gold’. T he period 
of distrust in currencies that began 
last year, says continental bankers, has 
m any m onths to ru n  yet."
A nother com m ent in the London 
Financial T im es  said “last year's de­
valuation of sterling constitutes a 
th rea t to a continuing expansion of 
world trade and may in fact lead to 
the beginning of restrictions and 
world wide economic nationalism  which 
m ade the th irties such a miserable 
decade for us a ll”.
It appears th a t there are three m ain 
factors causing the  currency crisis.
Firstly, the U nited States and B ri­
tain , the countries hardest hit, have 
been living beyond their means, in ­
curring  big balance of paym ent and 
budget deficits by spending vast sums 
on m ilitarism , foreign investm ent and 
take-overs in pursuit of their im perialist 
objectives.
Secondly, both dollars and sterling 
acting as the reserve currencies of 
capitalist countries, have been free­
ly circulated w ithout the necessary 
gold backing. B ritain  and the US have 
used a privileged position to inflate 
the in ternational currency.
T h ird ly , there have been indications, 
both before and sinct devaluation, of 
growing economic problem s in various 
countries, increased com petition, ba l­
ance of payments and budget deficits, 
growth of unem ploym ent and slower 
growth of production.
T h e  extent of arms spending and 
its effect is well known. B ritain  has 
now been forced to cut its m ilitary 
costs by w ithdraw ing from 'East of 
Suez'. T h e  Vietnam  war is the biggest 
d ra in  on the US balance of paym ents 
and A ustralia's subservience to US 
policies is costing us a heavy burden 
in the 'guns before b u tte r ' policy which 
is a serious handicap to developm ent 
and welfare.
After the Second W orld W ar the 
US held  a t least two-thirds of the 
world stock of m onetary gold and 
the dollar with this backing became 
the m ain  reserve currency. Sterling was 
directly re la ted  to the dollar and the 
two countries’ currencies regarded as 
‘good as gold’.
So pow erful was the dollar th a t it 
appeared to be independent of its 
gold backing. T his view was s treng th ­
ened by the  US in artificially m ain ­
tain ing  the price of gold a t $35 an 
ounce—the price set in 1934. It adam- 
m tly  refused to increase the price, 
a lthough prices of all o ther com­
m odities have been increased by in ­
flation two or three times and it used 
its vast gold reserves in  world m ar­
kets to keep the gold price down.
Gold o u tp u t has not kept pace with 
rising prices, the purchasing power of 
the  w orld’s gold has been drastically 
reduced and  there is in addition  a 
growing dem and for gold for industry, 
scientific and social purposes.
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By keeping the price of gold pegged, 
the US has given the dollar an a r ti­
ficial, inflated value. If the price of 
gold was increased in conform ity with 
other commodities, the gold content 
of each dollar would fall and the 
dollar would be devalued.
T h e  U nited States continued to pour 
out paper dollars in p u rsu it of its aims 
and to cover its balance of paym ents 
deficit.
By the end of the  1950's claims for 
gold against the dollar began to grow 
and a heavy outflow of gold from the 
U nited States took place. All steps by 
the US to improve its balance of 
payments and reverse this trend  have 
been nullified in  recent tim es by the 
vast expenditure on the  V ietnam  war.
T h e  foreign claims on US gold, 
estim ated at S39,000rn, exceed the 
dwindling reserves which in  January  
this year were down to a m ere $10,- 
800m, equal to the 1937 level.
D evaluation of sterling has increased 
distrust of the dollar and the  specu­
lators, convinced th a t the US will be 
forced to raise the price, are buying 
and hoarding gold thus add ing  to the 
shortage.
A num ber of countries, including 
France, have dem anded an increase in 
the price of gold and restoration  of 
the gold standard  for in te rnational 
settlements. T h e  US however is advo­
cating an artificial in te rnational cur­
rency or ‘paper gold' or ‘dem onetisa­
tion ’ of gold. But such a m easure d i­
vorcing the currency from real values, 
such as are em bodied in  gold, would 
only perpetuate  the  problems.
Even before sterling devaluation, 
o ther western countries such as West 
Germ any, besides B rita in  and the  US, 
Were experiencing m ounting  economic 
problems.
T h e  underdeveloped countries are 
Worse off with a declining share of
the exports of the capitalist world, 
falling prices and unequal exchange 
for their raw  m aterial exports and a 
burden  of foreign debts estim ated now 
to total $U44,000m.
A ustralia has been experiencing p e r­
iods of falling export prices and trade 
deficits, slowing capital expenditure 
and industrial growth and more u n ­
employment.
I t  is estim ated th a t devaluation will 
cost $100m in com pensation to the 
export industries alone, and this will 
contribute to substantial tax  increases 
tipped for the  Budget in August. It 
has also been suggested th a t measures 
such as credit and im port restriction 
may be necessary to correct the  b a l­
ance of paym ents deficit and  Federal 
Governm ent expenditu re  which is ex­
ceeding the Budget provisions.
In  order to sustain developm ent it 
is estim ated th a t exports m ust increase 
by 66% in the  nex t nine years — from 
$3,000m annually  to $5,000m — and 
this target may have to be increased 
if capital inflow is restricted.
W hile the spectacular m ineral ex­
ports will help, these are expected to 
cover only ha lf the  increase needed. 
T his means th a t m anufactures and 
prim ary  production  m ust earn  an extra 
$1,000m a t a tim e when com petitive 
conditions are sharpening.
It is qu ite  clear th a t there are 
tougher times ahead which Australia 
as the 14th trad ing  nation  in the world 
will find inescapable.
O ur position however could be im ­
proved by cu tting  the waste of war 
spending, im proving relations w ith Asia 
and diverting resources for A ustralian 
developm ent and im proved economic 
efficiency.
J i m  Moss
[Since the above was w ritten  the  gold 
crisis has intensified. TKe newly in tro ­
duced “two tier system" for the price
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of gold is aim ed to “hold the line” 
in the hope th a t the  US can solve its 
balance of payments crisis and restore 
confidence in the dollar. D oubts are 
widespread th a t this will be possible 
w ithout a fundam ental change in  US 
policies, particu larly  in  Vietnam .—Ed.]
KEYNESIAN CAPITALISM
"C O M M EN T" in the February-M arch 
issue of the Left Revieiv  makes these 
points:—
1. T h e  new “sophisticated economies” 
based on Keynesian theories have had 
“certain successes” — the techniques 
operate in  credit, finance and deficit 
budgeting, precisely where the crisis 
breaks ou t — though in  different forms.
2. T h e  Am erican economy “boasts” 
an 8 year boom and has "apparen tly” 
taken the huge expenditu re  on the 
Vietnam war in  its stride.
3. Im perialist rivalries for world 
dom ination have created "a  most ex­
plosive s ituation”.
Parts of this argum ent fail to  bring  
ou t the realities of the  American eco­
nomy—or Keynes’ own thinking.
W riting  in 1936, and surrounded by 
vast unused productive capacity, Key­
nes believed th a t the  problem  for cap­
italism is to find a m arket for the 
increased o u tp u t arising from full em ­
ploym ent and advancing techniques. 
Low levels of consum ption by "the  
poor” (Keynes' term ) and h igh levels 
of saving by the wealthy depress the 
level of spending and therefore the 
level of o u tp u t and employment.
‘ Moreover the richer the  com m un­
ity, the w ider will tend to be the  gap 
between its actual and potential p ro ­
duction, and therefore the  m ore ob ­
vious and outrageous the  defects of 
the economic system”. 1
T he Keynesian thesis rests on the 
proposition th a t full em ploym ent can
be m ain tained  if the  high level of 
savings of the wealthy is offset by a 
h igh level of investment.
“ A wealthy com m unity will have to 
discover m uch am pler opportunities 
for investm ent if the saving propensi­
ties of its w ealthier members are to 
be com patible w ith th?  employm ent of 
its poorer m em bers.”2
And here is the contradiction, A 
wealthy com m unity has a low p ro p en ­
sity to consumes, and therefore a low 
inceptive for increased investm ent as 
new investm ent requires an expanding 
m arket.
T h is contradiction cannot be solved 
w ith in  the framework of laissez-faire 
private  enterprise. T his led Keynes to 
the conclusion th a t the State m ust 
intervene to increase investment.
He suggested m onetary and fiscal 
controls b u t realised these would be 
inadequate .”
“I conceive, therefore, th a t a some­
w hat com prehensive socialisation of 
investm ent will prove the only means 
of securing an approxim ation to full 
em ploym ent; though this need no t ex­
clude all m anner of compromises and 
of devices by which the  public  a u th ­
ority  will co-operate w ith private  en­
terprise”^  (My underlin ing .—C.S.)
W ith  regard  to the  Am erican eco­
nomy the evidence suggests th a t this 
is exactly w hat has happened. T he 
“socialization of investm ent” has m eant 
prim arily  arm am ents expenditu re  with 
full co-operation between the  State and 
private  enterprise. “Controls” play an 
im po rtan t b u t secondary role.
For the  capitalist system to survive 
w hat is requ ired  is an additional 
source of dem and to norm al consum p­
tion  and investm ent. T h is additional 
dem and m ust be vast in quan tity  and 
it m ust grow from year to year. Ideally 
this dem and should be for goods that 
do no t come on to  the m arket. T o  the
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great American corporations arm s ex­
penditure  is the answer. I t  can be 
made to fulfil every one of the required  
conditions. And it is intim ately linked 
with the nerve centres of US capitalism  
—the Steel industry, Oil, GM H, Boeing 
Aircraft and General Dynamics, C hem ­
icals, etc.
T h e  escalation of US m ilitary spend­
ing since 1955 explains the  continued 
US boom —as well as inflation and pos­
sibilities of devaluation. Direct m ili­
tary expenditure rose from $50,000 
m illion in  1965 to $57,000 m illion 
(1966), and $70,000 m illion in 1967.6 
One instance illustrates the links b e ­
tween the US governm ent and the 
giant corporations and the role of 
m ilitary expenditure. In the current 
US budget General Dynamics get an 
order for 286 additional F i l l  fighter 
bombers at a cost of $2,000 m illion. 
(Age, Jan . 30th.)
T h e  position is clearly stated by the 
following:
Joan Robinson: "Keynes’ own p u r­
pose was to illustrate  the paradoxes of 
capitalism  and to plead for a rational 
control over investm ent, bu t the  ef­
fect of his argum ent is to explain why 
it is th a t m odern capitalism  flourishess 
when governments are m aking invest­
m ent in arm am ents .—T h e  cure, most 
of us w ould agree, is worse than the 
disease". 7
General Eisenhower: in his farewell 
remarks to the nation, pointed  ou t that 
the growingly effective coalition of 
m ilitary officials, defence contractors 
and their allies threatened  to “ involve 
the very structure of our society".8
Galbraith: W ithout m ilitary  expen­
ditures it is most unlikely th a t gov­
ernm ent expenditure "w ould exercise 
the requisite le\erage on the private 
economy”,9
T h u s in the U nited  States, Keynesian 
theories have been applied  p rim arily  in 
the creation of a m ilitarised state.
It is not argued th a t m ilitary  ex­
penditu re  and the  war in V ietnam  are 
carried ou t to give a boost to the eco­
nomy. As “C om m ent” points ou t the 
aim of a great im perialist state is 
world dom ination. A growing war 
m achine — and “colonial” wars — are 
necessary for this political aim. T hey 
also “stim ulate” the  hom e economy 
and provide billions in contracts for 
the  giant corporations.
Is there an a lternative under cap ita l­
ism?
E xpenditure  on education, health, 
slum clearance, an end to poverty, 
w ould raise aggregate dem and as 
m uch as weaponry, so long as it was 
on a vast and increasing scale. D iver­
sion of m ilitary expenditu re  in to  use­
ful ends will meet form idable obstacles 
under capitalism  because in this case 
the prim ary  gain goes to the ordinary 
people.
T h e  struggle developing in the 
U nited States against the  war in  V iet­
nam , for Negro rights, against pov­
erty, is a dem and th a t resources shall 
be used to m eet hum an needs — and 
no t diverted in to  m onopoly profit, 
death  and destruction.
1 Keynes — General Theory of Em ploy­
m ent, Interest and M oney, p. 31
2 Keynes — General Theory, p . 31
3 T h e  propensity  to consume is the 
proportion of income spent on con­
sum ption.
4 Keynes — General Theory, p . 378
5 G albraith  — T h e  N ew Industrial 
State, p. 229
6 Statistical Abstract of the  U.S. for 
1967. p. 252; Age, Jan . 30th.
7 Joan Robinson, Collected Economic 
Papers, p. 11-12.
8 Quoted in R obert Lekachman, Key­
nes and the Classics; p. 111.
9 G albraith  — T he New  Industria l 
State, p. 231.
C. S il v e r
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